INTRODUCTION
Related party transactions (RPTs) which occur between related companies which are commonly reported in published financial reports. Regulations have been enforced by authorities globally, to control and prevent misuse of these types of transactions through extensive disclosure requirements. Research on RPTs in a country is important as it gives an indication of the usage of these transactions by companies during their operations. These transactions need to be tracked as they could be for legitimate reasons or for influencing the performance reports, thereby misleading potential global investors. This paper examines 1) the impact of increased regulatory requirements introduced in India for disclosure of RPTs by listed companies and 2) the usage pattern of RPTs by companies which are part of a Group, as compared to those of standalone companies. Analysis of RPTs reported by 78 non-financial companies (part of the Bombay Stock Exchange Index 100) shows an increasing trend for RPTs reported for the period 2013-15, as compared to 2009-12. This trend is an indication that the regulatory requirements in India through the new Companies Act 2013, is proving to be effective in achieving its objectives. Such regulations passed to improve transparency in financial reporting in India will also act as a deterrent to companies, who may be intending to misuse these transactions in the future. Statistical tests show that Group Companies have a higher value of average annual RPTs, for transactions related to balance sheet and profit and loss accounts, as compared to Non-Group companies. This confirms that Group companies use RPTs extensively in their business operations, for achieving various objectives. Unlike other studies on RPTs in India, this study focuses on the use of these transactions by Group and Non-Group companies separately, over a seven-year period. The study goes into further detail on the different types of RPTs and shows the trend for each type after the revised regulations have been enforced.
Keywords: Related Party Transactions, Related Party Disclosures, Earnings Management listed company and can take up several forms. They can be beneficial to the business if appropriately used, but can also be manipulated by management to distort reported performances.
In India, several cases have been discovered where companies used related party transactions to falsify their earnings and report superior financial performance. In 2009, Satyam Computer Services was involved in a case of fraudulent reporting and was found to have a web of 356 investment companies which were used to allegedly divert funds from the parent company (Hindustan Times, Apr 09, 2015). These companies had several transactions in the form of inter-corporate investments, advances, and loans within and among them.
A number of public listed companies in India are controlled by owners who as a single entity are the largest shareholder. In such companies there is always a danger of these owner-shareholders transferring funds to entities which are fully owned by them, thereby deceiving the minority shareholders (Marianne Bertrand et al., 2002 ; Ming Jian and T. J. Wong, 2003) .
These practices necessitate the study of the extent of use of RPTs by a company in India. A review of these transactions provides indications of the following:
1. Dependence of the company on related parties for sales, purchases, and financing. 2. Support of the parent company to its subsidiaries through various loans/advances. 3. Diversion of funds through these transactions to the associate and related companies. Globally interest in RPTs has increased when several corporate frauds have been discovered where RPTs were widely used. Enron, an American company in the energy industry, used a number of transactions with related companies, to mask its losses. In China, there is evidence of diversion of funds using RPTs, by several corporate group companies (Ming Jian and T. J. Wong, 2003) .
This study evaluates the impact of the strict requirements of Companies Act 2013, on the value of related party transactions published in India. The paper examines the average value of RPTs as reported from 2013 to 2015, and compares it with the average values reported in the previous four years (2009 to 2012). This comparison gives an indication of the impact of the stricter regulations introduced.
The study further evaluates the use of different types of RPTs for companies which are a part of a Group and compares it to standalone companies. A high use of RPTs in operations is often an indication of earnings management by the majority shareholder (Ming Jian and T.J. Wong, 2003) . Impact of RPTs is found either on the profit and loss statement or on the balance sheet and this perspective is reviewed in this study for the two types of companies.
The study also reviews the relationship of the entity with which the company has had the maximum transactions and examines if this has changed over the period under review.
The paper has been divided into several sections with Section 2 discussing literature review under two themes: Regulations for disclosure of RPTs and Impact of RPTs on the financials reported by a company. Section 3 outlines the methodology of research with details on data collated and the hypothesis formulated and tested. Section 4 discusses the results and their implications and Section 5 concludes the paper.
LITERATURE REVIEW
Literature review is divided into two parts: 1. Regulatory disclosure requirements for related party transactions 2. Impact of RPTs on the financials reported by a company.
Regulatory disclosure requirements for RPTs
Regulatory disclosures requirements for RPTs are present in most countries and consist of different reporting criteria. Indian Accounting Standards (AS18) define related party transactions as those transacted between two parties related in a particular way as defined:
1. "Enterprises that directly, or indirectly through one or more intermediaries, control or are controlled by, or are under common control with, the reporting enterprise (this includes holding companies, subsidiaries, and fellow subsidiaries); 2. Associates and joint ventures of the reporting enterprise and the investing party or venture in respect of which the reporting enterprise is an associate or a joint venture; 3. Individuals owning, directly or indirectly, an interest in the voting power of the reporting enterprise that gives them control or significant influence over an enterprise, and relatives of any such individual; 4. Key management personnel and relatives of such personnel; and 5. Enterprises over which any person described in 3) or 4), above can exercise significant influence". RPTs in the financial sector are strongly regulated in most of the countries. In India the banking industry is regulated as per the Banking Regulation Act, 1949 with rules which are enforced for any RPTs carried out. Section 20 of the Act, prohibits loans and advances to directors and to any firm or company in which the Bank directors have an interest. It also prohibits loans to individuals in respect of whom any of its directors is a partner or guarantor. Disclosure of interest by directors is mandatory and in case there is any likelihood of conflict of interest arising, the concerned director is required to abstain from participating in the decision-making process relating to that case (Shyamala Gopinath, 2008) .
Clause 49 was introduced in India, as part of the Listing Agreement between a company and a stock exchange and has several regulations for transactions with a related party. All related party transactions need to be approved by an Audit Committee of the company if they are not in the normal course of business.
In America, the Financial Accounting Standards Board (No. 57, Related Party Disclosures), defines a related party as an executive, a non-executive director, a principal owner or investor, a subsidiary, or a joint venture partner. Alternatively, the party may be a family member or the company is owned by or affiliated with, any of these related individuals.
The Board provides a few examples of common types of transactions with related parties: sales, purchases, transfers of real estate and personal property; services received or furnished, (accounting, management, engineering, and legal services); use of property and equipment by lease or otherwise; borrowings and lending's with the party; guarantees; maintenance of bank balances as compensating balances for the benefit of another; intercompany billings based on allocations of common costs; and filings of consolidated tax returns.
As per International Accounting Standards (IAS 24), RPTs could take a variety of forms in the normal course of business, or one-off transactions made at a fair value on an arm's length basis. They could be at book value or some other amount that differs from market prices. These standards require that information about RPTs is disclosed as per the rules laid out in the Standards.
Several regulations govern transfer pricing between related parties especially from the perspective of taxation in foreign countries where the subsidiary is located. OECD Guidelines (OECD -2014), for transfer pricing, provides details of the "the arm's length" principle as the standard to guide transfer pricing.
Global researchers have reviewed these regulatory requirements and reported their deficiencies. These studies have recommended several methods through which these regulations can be further improved. Reporting of related party transactions is often found to be inadequate or not standardized by the companies in a country (Padmini Srinivasan, 2013; Mohamad Ariff et al., 2013).
Studies have found that regulations in the USA are deficient in their control of RPTs. These Standards with a requirement of only disclosure do not control or limit transactions with related parties. The present disclosure requirements often prevent management from engaging in transactions which may be beneficial to the company. Current regulations in America allow transactions below US$ 60,000 to remain undisclosed. However, there could be transactions below this threshold limit, which are not disclosed and information of which could still be useful to financial analysts and shareholders (Elizabeth A. Gordon et al. 2004) .
Realizing the importance of related party disclosures the European Commission has amended the shareholder rights directive which requires prior approval of shareholders and disclosure of related party transactions exceeding a particular value. The EU Accounting Rule 15 provides detailed requirements to be followed by companies in EU for any related party transactions.
Regulatory requirements are often aimed at disclosure of as much information as possible so that all minority shareholders are able to assess the impact of the transaction. Good corporate governance requires the Board to be independent and thus ensure that RPTs which benefit only certain section of the shareholders are not transacted.
Corporate Governance in India has improved over the years with increased mandatory disclosure requirements of financial and non-financial information. In India, the level of voluntary disclosures varies across companies. Reporting culture and practices are different and most companies do not follow a standard practice. Studies have shown that a company with good governance practices led to higher market value and increased shareholder goodwill (Jayati Sarkar, Subrata Sarkar 2010). This encourages companies to improve their disclosure policies and extend it to beyond the mandatory requirements. With a few exceptions, Indian listed companies limit their disclosure to that mandated by the regulatory requirements. The practice of voluntary disclosures has yet to be imbibed as part of the company culture and there is definitely a great scope for improvement in this aspect of corporate governance in Indian companies (Arijit Sen 2011, Mita and Arti, 2013).
Transparency leads to better corporate governance and a higher voluntary financial reporting disclosure (Shamimul Hasan et. al., 2013). A study on corporate disclosure practices in India over seven years and across sectors has found that there is little difference in the reporting structure of companies which are focused entirely on that which is mandated by regulations (Satvinder Kaur Sachdeva et al., 2015) .
The studies show that regulatory requirements in India are necessary to improve financial disclosures by companies. Keeping this objective in mind, the Companies Act (2013) has been designed such that there will be an increase in the financial disclosures by listed companies in India.
The Companies Act, 2013, has revised the regulations for RPTs disclosures. The Act now considers all RPTs to be at arm's length and all RPTs now require prior internal audit committee approval. Audit Committee can refer to an external source and get their opinion on the transactions under review. Audit Committee must have full access to information contained in the records of the company. RPTs are required to be disclosed in the board's report along with justification for entering into such transactions. RPTs not in the ordinary course or not at arm's length require prior board approval and also the prior approval of shareholders (special resolution), where it exceeds specified threshold values. Interested members have to abstain from voting on this special resolution. All details of RPTs are required to be filed with the Registrar of Companies (ROC).
The Act defines the related parties as follows: 1. Holding and Subsidiary companies (direct or indirect). 2. Associate Company (>20% or control of business decisions under an agreement).
Directors and Key Management Personnel
(including their relatives) of the company or its holding company. 4. Firms and Private companies in which directors, managers or relatives are a partner, director or members. 5. Any person who provides advice to a director or manager, and which is not given in a professional capacity. 6. Public company in which the director or manager is a director and holds along with his relatives more than 2 % of the paid-up share capital The Act also requires that there should be prior approval of shareholders for all material RPTs. Information on the policy, adopted by the company for transactions with related parties, must be disclosed on the Company`s website and in the annual report.
The impact of increased regulatory requirements has been reviewed and opposing results have been found. One point of view is that voluntary reporting reduces if the requirements are too complex and the requirement is in great detail (Dye, 1985) . The second point of view suggests that voluntary disclosure lead to increase in further information which is often not mandated by the laws and which is often proprietary (Faizah Darus & Dennis Taylor, 2009; Dye, 1986) .
The objective of mandating disclosures is to ensure that investors are better informed and make comprehensive investing decisions with all information provided to them.
Managers of a company are privy to information which is often not disclosed in the published reports. Regulatory bodies use legal framework to mandate disclosures which will ensure that all relevant information is disclosed to all stakeholders through the published reports. The enhanced disclosure requirements as mandated by the Companies Act 2017 have been formulated with this objective in mind.
This 
Impact of RPTs on the financials reported by a company
RPTs are found to be used extensively in many companies globally for various types of transactions. RPTs are efficient transactions and often add value to the firm if used without a self-interested motive. Extant literature has found that RPTs could, in the long run, reduce the cost for the organization when purchases are made from a related party. These types of transactions between related entities could lead to a smoother purchase process (Elizabeth A. Gordon et al., 2004) .
However, where RPTs are used for personal benefit or for managing performance or to comply with a regulatory requirement, the company shows a lower performance in the long run.
Transactions made by the majority shareholding are often found to be unfavorable to minority shareholders and often override the rights of the minority shareholder.
In China, it is required that a company achieves a return on equity of at least 10% for three consecutive years before it can qualify for a rights issue. Companies just managing to reach these targets have been found to have a high percentage of discretionary items such as accounts receivables, abnormal accruals, and non-core earnings transacted with related parties (Kevin C.W.Chen & Hong-Qi Yuan, 2001).
Such companies who obtained rights issue approval using a high proportion of RPTs were found to be performing poorly in the stock exchange in later years (Kevin C.W. Chen, Hong-Qi Yuan, 2001).
A study on finance companies in New Zealand analyzed the related party transactions of 13 failed finance companies and found they were involved in high lending without satisfactory securities. These transactions were breaches of statutory requirements and agreements. These finance companies finally had to close down, as a result of their transactions with related parties (Xiaojing Wu & Sue Malthus, 2012) .
Through the medium of RPTs, organizations often try to achieve various objectives. Group companies in China often resort to related party transactions to meet the specified requirements as laid down by the government for new equity offerings. This strategy is also used when there is a danger of getting delisted by the regulatory body for not meeting the earnings thresholds (Ming Jian & T.J. Wong, 2003) .
A high volume of RPTs often indicates tunneling, or diversion of funds from the parent company to various entities controlled by the dominant owner. In China, firms who have high cash balances, divert these resources to controlling shareholders through generous trade credits and other loans (Ming Jian & T.J. Wong, 2003) .
Tunneling has been found to be prevalent among Group companies in India. (Marianne Bertrand et al. 2002) . A similar misuse of RPTs has been found in Israel for diverting funds through compensation and private issues of stocks and options to associated companies. Propping the subsidiary is often achieved through the transfer of assets and giving loans to these entities by the controlling shareholders (Amzaleg Yaron et al., 2016) RPTs often lead to financial frauds with fictitious sales made to a related party or by payments made to a related party for services which were never provided (Elizabeth A. Gordon & Elaine Henry 2005 ).
An independent board, strong corporate governance culture, and an external auditor of a high quality control the use of RPTs for managing earnings or diverting funds.
In India, RPTs are found to be lower in those companies where big audit firms are external auditors, (Padmini Srinivasan, 2013).
A strong corporate governance culture ensures that only those RPTs which are not a conflict of interest with the majority shareholders or managers are executed (Chu-Yang Chien & Joseph C. S. Hsu, 2010).
RPTs in listed companies in Malaysia are often detrimental to the shareholders and reduce the performance of the company. However, where there is higher board independence, adequate executive directors' remuneration and a strong internal audit committee, incidents of RPTs are lower (Effiezal Aswadi Abdul Wahab et al., 2011) .
A study of the impact of related party transactions on the market price of the stock price has found that companies with high RPTs have significantly lower market valuations. In several East Asian economies, companies which were a part of a Group were found to be involved in several related party transactions. These transactions were beneficial to the Group companies but often lead to increased earnings management and inefficient allocation of resources ( 
METHODOLOGY
The data is selected from a group of companies which are classified as BSE index 100. This index is a representative of the top 100 companies listed on the Bombay Stock exchange with the highest market capitalization and trading activity.
Existing studies on RPTs have been carried out for companies in India which review the value of RPTs over a period and correlate them based on their sales value, asset size, ownership or board structure. Studies in China (Ming Jian & T.J.Wong, 2003; Kevin C.W. Chen, Hong-Qi Yuan, 2001) have reviewed RPTs from the impact they have on the earnings or on the value of the company after they report these transactions.
However, there are limited studies which show the type of RPTs used extensively by Group companies as compared to Non-Group companies, for the current years.
Further, a study of the trend in the value and type of RPTs reported in India, after a regulation is enforced, has not been evaluated in detail, in existing literature.
This study indicates that companies are now being transparent in their dealings with related parties. This confirms the effectiveness of the regulations enforced. A further breakdown of these RPTs into different types of transactions shows which transactions are being used more extensively by the two types of companies: Group and NonGroup.
A study of this detail is important as it gives an indication of the impact the transaction would have on the published Balance sheet or Profit and Loss report.
These companies form a sample of a balanced industry representation of the listed companies and are considered to have an acceptable track record in the opinion of the BSE Index Committee. From this set of 100 companies, 78 companies belonging to the non-financial sectors and having significantly high related party transactions were selected. Financial sector companies are omitted as these have specific rules and regulations, governing related party transactions.
Related party transactions reported by these 78 companies from 2009 to 2015 have been collated from the CMIE Prowess database which extracts the data from the financial reports published.
The data has been divided into Group companies (13 in number) and non-Group companies (65 in number). Group companies are those where the majority shareholding is held by a particular company or individual and can exercise 26% of voting rights or can appoint the majority of the board members in the company.
The average value of the related party transactions per company for each year is computed. This average value is compared between the two sets of companies and statistically tested using t-test of means between the two samples. Related party transactions were broadly classified into following types:
A 
Presentation of data
The related party transaction data for the period 2009 to 2015 for the two categories of companies (Group and non-Group) provided the following information: 
Descriptive statistics
Descriptive statistics are presented in two parts 1. Data classified based on the type of transactions 2. Data classified based on the entity with whom the transaction was made.
The data based on the type of transaction is presented in Table 6 The data shows that the average and maximum value has grown considerably with growth rates of over 100% during the period for several types of transactions. The mean value for loans taken/given has grown over three times from 2009 to 2015 for Non-Group companies as compared to Group companies which have remained steady during this period. Mean value of the sale of fixed assets to related parties shows a huge increase (over 100%) for Group Companies, indicating increased activity for these types of transactions in the later years.
The statistics based on the entity with whom the transaction is made is shown in This analysis of entities with whom the two categories of companies transact shows that major transactions are mainly with entities where there is direct control or the company has an authority to make decisions, such as a subsidiary or associated companies. Joint venture companies are not favored for transacting business.
RESULTS AND DISCUSSION

H1:
The average value of RPTs per year is higher for the period 2013 to 2015 as compared to the period 2009 to 2012.
The average annual value of RPTs (as listed in Table 1 The annual average value for each type of transaction for both types of companies has been computed and graphs plotted to further analyze the trend of the growth in the value of RPTs (Figure 1  and 2) .
Analysis on the trend of the growth in value for the different related party transactions:
Trend of balance sheet type of related party transactions
The value of RPTs related to Balance sheet transactions shows an increasing trend during the period. However, this trend is found to be higher for Non-Group companies for all types of transactions ( Figure 2 ).
For Group Companies there is a sharp increase in sales of capital assets to related companies which is indicated by the high sale of fixed assets by the Group companies to their related parties in 2014 and 2015 (Figure 1 ).
Balances in current assets and current liabilities have also grown extensively from 2009 to 2015 with liabilities balances for Non-Group companies showing an increase of over 300% in this period. This is an indication of higher purchases by NonGroup companies from related parties.
Trend of P&L type of related type of transactions
There is an increasing trend for both categories of companies for Profit and Loss types of transactions. During the period sales and revenue transactions with related parties grew by over 300% for both types of companies. For Non-Group Companies purchases from related parties grew by over 350% indicating higher purchases being made from related parties.
Trend of Guarantee type of related type of transactions
There is a growing trend of Guarantees given to related parties by Non-Group companies. This has grown considerably with high values reported from 2013 to 2015. The jump in this period could indicate that many companies in this category are now declaring any bank guarantees given to their related parties as mandated by the Companies Act.
Analysis of value of RPTs reported in 2009 compared to those reported in 2015
If a comparison of revenue of all the companies is computed for the period 2009 to 2015 it shows that there has been a growth of 84% during this period, indicating the level of growth these companies experienced. However, a similar computation for the value of RPTs between 2009 and 2015 shows a growth of over 125% for most of the transactions, with some being over 300%.
This percentage of growth in the value of RPTs reported is much higher than the revenue growth of 84% these companies clocked during this period. This indicates that all companies are now declaring a higher number of related party transactions in their financial reports, as compared to the earlier period. This is a strong indication that strict regulations on the reporting of related parties, as per the Companies Act 2013, are proving to be effective. Transactions which were not reported earlier as related parties are now being highlighted and shown separately in the financial reports as transactions between related parties as required by the new laws.
H2: The average value of RPTs per year, for each of the different transactions impacting the Balance Sheet, P&L, and Guarantees, is higher for companies which belong to a Group.
The above hypothesis is tested using the t-test with the following three sets of data:
a. Average value of RPT per year of the Balance sheet type of related party transaction for 65 companies which do not belong to a Group and 13 companies which belong to a Group. b. Average value RPT per year of the Profit and Loss type of related party transaction for 65 companies which do not belong to a Group and 13 companies which belong to a Group c. Average value of RPT for guarantees given per year for 65 companies which do not have any Group affiliation and for 13 companies which belong to Groups. The output of the t-test is shown in Table 7 The above results clearly indicate that companies which belong to a Group, support related parties through various types of transactions, which are impacting both Balance sheet and Profit and Loss accounts. This strategy could be a technique to manage earnings or diversion of funds. The empirical tests show that Hypothesis 2 is supported. The analysis of related party transactions for the two categories of companies, Group and NonGroup shows that the average value of transaction made by a Group company with a related party in a year is higher than a non-Group company across the period 2009-2015. This clearly is an indication that Group companies use related parties for various transactions to improve their performances or to support their associate and subsidiary companies.
CONCLUSION
The study further shows that all companies have the majority of their RPTs with their subsidiary or associate companies, where they can exercise higher control.
This paper has limited the study to 3 major Groups and their companies which are a part of the BSE Index 100 group. This scope can be widened and additional groups included in future studies.
The data on RPTs as published by the companies in India is not uniform and hence difficult to analyze across firms. A common template could be introduced by Stock Exchange Board of India for reporting these items in the financial reports. This will provide the information in a manner which can be easily compared and analyzed between companies. 
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